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Dont Sell on Friday 


—~’ 


Human Behavior Still Shapes 
Market Activity 


‘TrouGHOUT THE HisToRY of the Stock Trader’s Almanac 
the stock market’s performance has been examined on a 
yearly, monthly, weekly, daily, and on a half-hourly basis 
to uncover its trends and tendencies. Over the course of 
nearly a half-century’s worth of research it has been 


proven time and time again that the beginning, ending, 
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and middle of months, weeks, and days have significance. 
This should not come as a shock to members of 
the human race. We place a great deal of emphasis on the 
start and finish of nearly everything in our lives. From our 
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time alive we encounter and cope with the beginning and 
end of events. Sometimes the start is encountered with 
anxiety, sadness, and fear while on other occasions it is 
merrily celebrated. Endings are the same. 

Such importance does, in fact, carry over into the 
stock market. After all, it is people that are trading and 
investing everyday that the market is open. Yes, comput- 
ers are heavily involved now, but it was humans who pro- 


grammed them to do what they do. 


Most Gains Occur on Monday and Tuesday 


Since 1990, Monday and Tuesday have been the most 
consistently bullish days of the week for the Dow and 
Thursday and Friday the most bearish, as traders have 
become reluctant to stay long going into the weekend. 
Mondays and Tuesdays gained 11,992.54 Dow points, 
while Thursday and Friday combined for a total loss of 
2,677.45 points. In past flat and bear market years, Friday 
was the worst day of the week and Monday the second 
worst. In bull years, Monday is best and Friday number 
two. In Table 13.1 when the market is closed on a Monday 
holiday Tuesday’s results are used. When the market is 
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closed for a Friday holiday, Thursday data are used. 
Monday, Most Favored S&P 500 Day 


Between 1952 and 1989 Monday was the worst i 
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Table 13.1 Annual Dow Point Changes for Days of the Week Since 1990 


Year Monday* Tuesday Wednesday Thursday Friday* Dow Close Year’s Change 
1990 219.90 -25.22 47.96 -352.55 -9.63 2633.66 -119.54 
1991 191.13 47.97 174.53 254.79 -133.25 3168.83 535.17 
1992 237.80 -49.67 3.12 108.74 -167.71 3301.11 132.28 
1993 322.82 -37.03 243.87 4.97 -81.65 3754.09 452.98 
1994 206.41 -95.33 29.98 -168.87 108.16 3834.44 80.35 
1995 262.97 210.06 357.02 140.07 312.56 5117.12 1282.68 
1996 626.41 155.55 -34.24 268.52 314.91 6448.27 1331.15 
1997 1136.04 1989.17 -590.17 -949.80 -125.26 7908.25 1459.98 
1998 649.10 679.95 591.63 -1579.43 931.93 9181.43 1273.18 
1999 980.49 -1587.23 826.68 735.94 1359.81 11497.12 2315.69 
2000 2265.45 306.47 -1978.34 238.21 -1542.06 10786.85 -710.27 
2001 -389.33 336.86 -396.53 976.41 -1292.76 10021.50 -765.35 
2002 -1404.94 -823.76 1443.69 -428.12 -466.74 8341.63 -1679.87 
2003 978.87 482.11 —425.46 566.22 510.55 10453.92 2112.29 
2004 201.12 523.28 358.76 409.72 -344.35 10783.01 329.09 
2005 316.23 -305.62 27.67 -128.75 24.96 10717.50 -65.51 
2006 95.74 573.98 1283.87 193.34 -401.28 12463.15 1745.65 
2007 278.23 -157.93 1316.74 -766.63 131.26 13264.82 801.67 
2008 -1387.20 1704.51 -3073.72 -940.88 -791.14 8776.39 —4488.43 
2009 —45.22 161.76 617.56 932.68 -15.12 10428.05 1651.66 
2010 1236.88 —421.80 1019.66 -76.73 -608.55 11577.51 1149.46 
2011 -571.02 1423.66 -776.05 246.27 317.19 12217.56 640.05 
2012” 514.63 -21.71 75.52 304.79 121.25 13212.04 994.48 
Totals 6922.51 5070.03 1143.75 -830.53 -1846.92 10458.84 


*Monday denotes first trading day of week, Friday denotes last trading day of week. 


** Partial year through March 30, 2012. 
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Figure 13.1 S&P 500 % Performance Each Day of the Week, June 
1952 to December 1989 
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Based on the number of times S&P 500 closed higher than previous day. 
* Monday denotes first trading day of week; Friday denotes last trading day of week. 


the week (including Tuesday when Monday is a holiday) 
rose only 44.3 percent of the time, while the other trad- 
ing days closed higher an average of 54.8 percent of the 
time. (NYSE Saturday trading discontinued June 1952.) 

As you can see in Figure 13.2 a dramatic reversal 
occurred in 1990—Monday became the most powerful 
day of the week. However, during the last 11.33 years 
Tuesday has produced the most gains. Since the top in 


2000, traders have not been inclined to stay long over the 
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weekend nor buy up equities at the outset of the week. 
This is not uncommon during uncertain market times. 
Monday was the worst day during the 2007 to 2009 bear 
and only Tuesday was a net gainer. Since the March 2009 
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Bear Hurts Monday nd Friday 


To determine if market trend alters performance of differ- 
ent days of the week, we compared 22 bear market years 
to 38 bull market years. While Tuesday and Thursday did 
not vary much between bull and bear years, Mondays and 
Fridays were sharply affected. There was a swing of 10.5 
and 9.5 percentage points in Monday’s and Friday’s per- 
formance, respectively. (See Table 13.2.) 


NASDAQ Strong Like Bull 


Despite 20 years less data, daily trading patterns 
on NASDAQ through 1989 in Figure 13.3 appear 


Figure 13.2 S&P 500 % Performance Each Day of the Week, 
January 1990 to March 30, 2012 
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Based on the number of times S&P 500 closed higher than previous day. 
* Monday denotes first trading day of week; Friday denotes last trading day of week. 
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Table 13.2 S&P 500 % Performance Each Day of the Week June 


1952-2011 

Monday Tuesday Wednesday Thursday Friday 
All 61 Years 47.9 % 51.4 % 56.0 % 52.6% 56.5% 
38 Bull Years 51.8 % 52.8 % 58.5 % 53.4% 60.0% 


22 Bear Years 41.2% 48.9 % 51.8 % 51.3% 50.5 % 


Most Wednesdays closed last seven months of 1968. 
Monday denotes first trading day of week, Friday denotes last trading day of week. 


Figure 13.3 NASDAQ % Performance Each Day of the Week, 
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Based on the number of times NASDAQ closed higher than previous day 
prior to February 5, 1971, from National Quotation Bureau indexes. 
* Monday denotes first trading day of week; Friday denotes last trading day of week. 


to be fairly similar to the S&P 500 except for more 
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bullishness on Thursdays. During the mostly flat 
markets of the 1970s and early 1980s, it would 
appear that apprehensive investors decided to throw 


in the towel over weekends and sell on Mondays 


and Tuesdays. 
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Figure 13.4 NASDAQ % Performance Each Day of the Week, 
1990 to March 30, 2012 
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Based on the number of times NASDAQ closed higher than previous day 
prior to February 5, 1971, from National Quotation Bureau indexes. 
* Monday denotes first trading day of week, Friday denotes last trading day of week. 


Notice the vast difference in Figure 13.4 in the daily 
trading pattern between NASDAQ and S&P from January 
1, 1990, to recent times. The reason for so much more 
bullishness is that NASDAQ moved up 1,010 percent, 
over three times as much during the 1990-2000 period. 
The gain for the S&P was 332 percent and for the Dow 
Jones Industrials, 326 percent. 

After dropping a hefty 77.9 percent from its 2000 high 
(versus -37.8 percent on the Dow and -49.1 percent on 
the S&P 500), NASDAQ tech stocks still outpace the blue 
chips and big caps but not by nearly as much as they did. 
From January 1, 1971, through May 4, 2012, NASDAQ 
moved up an impressive 3,199 percent. The Dow (up 1,494 
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percent) and the S&P (up 1,386 percent) gained just over 
less than half as much. 

Monday’s performance on NASDAQ was lackluster 
during the three-year bear market of 2000 to 2002. As 
NASDAQ rebounded (up 50 percent in 2003) strength 
returned to Monday during 2003-2006. During the bear 
market from late 2007 to early 2009, weakness was most con- 


sistent on Monday and Friday. NASDAQ’s weekly patterns 


are beginning to move in step with the rest of the market. 


Traders Take Limneh, Too 


Half-hourly data became available for the Dow Jones 
Industrial Average starting in January 1987. Examination of 
half-hourly performance from 1987 to 2012 in Figure 13.5 


Figure 13.5 Dow % Performance Each Half-Hour of the Day, 1987 
to April 2012 
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Based on the number of times the Dow Jones industrial average increased over the 
previous half-hour. 
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shows early morning and mid-afternoon weakness with end- 
of-day strength. 

It is usually the weak hands, or individuals, who try to 
sell first thing in the morning after having reevaluated 
their positions overnight or over the weekend. Brokerage 
houses oblige buying their clients shares on the cheap 
pushing prices higher before lunch. 

Traders eat, too, and you can see prices flatten out as 
Wall Street participants take a moment to sustain them- 
selves from noon to 2 P.M. Around this time the pros get 
positioned for the big move at the end of the day and 
stocks tend to fall from two to three. The end of the day 
is when institutions and professional traders firm up posi- 
tions driving prices higher the last hour on most days. 

I separated half-hourly trading since January 1987 by 
day of the week to see how the typical week behaves. After 
an opening sell-off on Monday the market snaps back in 
the second half hour and then is quite flat until 3 P.M. 
Monday closes are the strongest followed closely by 
Friday’s close. 

Mid-week mornings are generally down with Thursday 
the worst. Friday tends to open stronger and drift flat to 
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down until the last hour of the day. On all days stocks tend 


to firm up near the close with weakness early morning and 
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from 2 P.M. to 2:30 P.M. frequently. Weakness near the 
close, especially on Friday and Monday can be indicative 


of a precarious market ripe for a fall. 


At a Glance 


e Fear, joy, and greed are facts of life. Trading has 
become increasing electronic, but human nature 
remains an integral influence. 

e Weakness at the beginning and end of the day 
and/or week is a sign that confidence is waning. 
Strength begets strength. 

e Daily habits and patterns have left an indelible 


mark on intraday market action. 
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